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RE:  CC Dockets 96458 97-21 Universal Servic Billing Process

The Universal Service Administrative Company, Inc. (USAC), on instruction of its Board of Directors herein
requests that the Commission consider an alternative to its decision to requirc quasterly billing and callection
of Universal Service contributions. USAC’s Board, comprised of a cross-section of industry participants in

the programs, both potential contributors and recipients, belicves that collection of funds on a monthly basis
will facilitate fonding of the programs,

Quanterly collection of the entire funding requirement will have severe conscquences for the industry in that
funds will be required 10 be submitted to the administrator in advance of the ability to collect monics through -
individual carrier ratcs, thos creating cash flow problems for contributing carriers. Several parties raised this
cancern when they called USAC with questions regarding how to complete the FCC’s Farm 457. In addition,
the ability to net is limited to withholding of suppart payments for those carriers that have not submitted
their required contributions.’

The Commission’s July 17, 1997 Order in CC Dockets 96-45 and 97-21on NECA governance cstablished
USAC and ackiressed the billing and collection process. Section 54.70%(a)(4) of the Commission’s rules
requires the administrator to bill and collect funds for Universal Service on a quarterly basis. In the Order at
paragraph 49, the Commiasion statod that USAC will “multiply the eatity’s universal service contribution
basc (i.c., its interstate, intrastate, and intcrmational end-user telecommunications revenues or its interstate
and international end user revenucs) by the relevant universal service contribution factor. USAC is to then
bill each contributor for the amount of its contribution. Contributors must remit all contributions by the
contribution doe date.” In 8 subsequent Public Notice on Frequently Asked Questions (FAQ) by Wircless
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providers, the Commission indi that it would in & future Public Notice establish when and where the
momnies were 0 be sent 2
Whilc the Cammission’s rules are clear in the development of the amount (o be billed (i.c., a quarterly

flexibility on the collection side in that the FAQ indicated that the

! The issiory's Public Notice establishing the payment dates and contribution factors
could also direct carriers to indicate their desire to have future contribution requirements “nettod” against
support payments that they are entitled to receive.

? Public Natice DA 97-2157, released October 6, 1997, Frequently Asked Qucstions by
Wireless Scrvice Providers.
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Commission would announce payment duc dates. Billing could still be done on a quarterly basis, with the
initial bill from USAC (December 1997 for 1Q98) containing the full quarterly contribution amount. The
Commission, in its Public Notice establishing the contribution factors (assumed to be issued in mid to lato
November) could provide carriers with a psyment option where they could either remit the full quarter’s
contribution requirement 30 days after the billing date, or remit one third of their requirement 30 days after
the billing date, onc third 60 days after the billing date, and the final one third 90 days aftcr the billing date.

Based on USAC’s projection of funding requirements for the first quarter of 1998, approximatcly $§970
Miltion will be collected m carly January for distribution throughout the eatire first quarter, High cost
suppart distribution for the first month will not oocur until the end of January or carly February. Both the
schools and librarics and rural health care programs have 40 day lags built into their request for payment and
disbursement processes which will likely result in their mitial disbursements not occurring until the second
week of February at the earlicst. Lifcline actuals for the month of January will not be reported until somc
time in February for distribution at the end of February or early March. As a result, a sizcable portion of the
required finding will sit in the administrator’s account and carn interest before it is distributed to funding
Given the Iag between funds collection and funds distribution, it would appear that sufficient funds would
still be available to handle any distribution requirements if funds were to be collected monthly rather than
quarterly, and that interest income to offset the costs of administration of the programs would still likely
accumulate, afbeit not at the ratc that it would if all contributions for the quarter were collected in the first
month.

If the Commission belicves that it docs not have the discretion to intexpret its rules regarding the collection of
funds in the manner suggested by USAC and that a rulemaking is required, USAC will formally file an
expedited petition for waiver of Scction 54.709(a)(4) as well as a petition for rulernaking.

Sincerely,
Yll.o. L
William E. Stern
USAC-CEO (Acting)

cc: T. Peterson
D. Law




